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Obiective: 

To  review  and  analyze  the  current  program  and  legislative  authority, 
and  take  account  of  viable  alternatives,  with  and  without  legislative 
change,  as  a  guide  to  future  policy  and  operations. 
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Background : 

The  team  was  organized  in  early  February  1976  under  authority  of  a 
January  28,  1976  memo  from  the  Administrator's  office.  Subsequently 
the  team  held  18  meetings  and  work  sessions.  The  Administrator, 
together  with  the  Coordinating  Group  and  Executive  Steering  Group 
held  report  sessions  with  the  team  leader  on  three  occasions. 
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Farm  Storage  and  Drying  Equipment  Loan  Program  Review 
SUMMARY 

Farm  Storage  Facility  and  Drying  Equipment  Loans  have  been  available 
since  1949.  Such  loans  for  grain  storage  are  mandatory,  those  for 
storage  of  other  crops,  and  drying  equipment  loans  are  discretionary; 
authority  for  these  programs  is  in  the  Commodity  Credit  Corporation 
(CCC)  Charter  Act. 

The  Charter  Act  authority  is  quite  broad,  requiring  CCC  to  make  loans 
to  grain  growers  in  order  to  "encourage  the  storage  of  grain  on  farms, 
where  it  can  be  stored  at  the  lowest  cost..",  with  payment  in  part  stem¬ 
ming  from  the  proceeds  of  price  support  loans.  Over  the  course  of 
28  years,  then,  beginning  in  1949,  program  outlay  has  ranged  from  about 
$7  million  in  1953  to  $157  million  in  1973.  These  variations  primarily 
reflect  priority  given  to  the  program  within  the  CCC  budget;  program 
provisions  have  been  made  more  favorable  when  it  was  felt  there  was  a 
need  for  increasing  participation  and  wider  coverage.  In  similar  vein 
program  provisions  have  been  tightened  when  it  was  felt  that  less  money 
should  be  devoted  to  it.  The  program  has  operated  largely  in  a  data 
vacuum.  There  is  little  information  available  on  important  matters 
such  as  the  need  for  farm  storage,  or  the  amount,  capacity  and  type, 
of  such  storage  in  place  and  usable.  There  is  practically  no  information 
either  on  the  amount  of  new  farm  storage  constructed  outside  the  program 
each  year.  Based  on  January  1,  1972  on-farm  stocks,  program  storage 
capacity  built  since  then,  and  an  allowance  for  obsolescence  and 
depreciation,  the  Review  Team  estimated--for  purposes  of  this  report-- 
that  current  on-farm  storage  capacity  may  approximate  8  billion  bushels 
or  so.  This  would  mean  a  total  U.S.  grain  storage  capacity  of  around 
14  billion  bushels,  considering  the  Department's  January  1,  1976  stocks 
report  indicating  off-farm  storage  capacity  at  6.1  billion  bushels. 

The  team  made  projections  of  the  1976-type  program  if  continued  through 
the  1981  fiscal  year.  A  comparison  of  the  results  was  made  with  3 
alternative  programs  which  could  be  undertaken  without  a  change  of 
legislation.  The  team  also  examined  4  other  alternatives  which  would 
involve  legislation  change. 

The  estimates  and  data  are  based  upon  supply  projections  which  assume 
a  continuation  of  the  "market-oriented"  farm  program.  Total  U.S. 
grain  supplies  are  projected  to  increase  over  the  next  several  years, 
farm  income  prospects  continue  good.  The  estimates  reflect  a  program 
interest  rate  of  7.5  percent,  the  same  as  currently  in  effect. 

A.  Highlights  and  Conclusions 

1.  Alternative  Programs  under  Continuation  of  Current  Legislation 

a.  Continue  1976  Program  Provision  without  change. 

This  program  would  provide  for  a  70  percent  maximum  loan 
on  both  storage  and  drying  equipment,  with  a  one  year  storage 
needs  determination  on  eligibility.  The  maximum  loan  amount 
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and  the  maximum  outstanding  aggregate  remaining  under 
loan  is  $25,000.  Foundation,  concrete  ,  and  wiring  costs 
are  ineligible  for  loans  as  are  remodeling  costs.  The  rate 
of  interest  on  all  loans  would  be  7.5  percent. 

Conclusions:  Program  activity  is  projected  to  increase  from 

$53  million  in  fiscal  year  1977  to  $72  million  in  fiscal  year 
1982.  The  number  of  loans  would  increase  from  10,000  to 
around  10,900  during  the  same  period. 

b.  Option  A. 

Revise  the  current  program  in  four  respects:  (i)  increase 
the  amount  loaned  from  70  percent  to  85  percent  of  net 
cost  (ii)  include  concrete  and  wiring  costs  (materials  and 
labor)  in  determining  the  amount  of  the  loan--these  items 
are  not  now  included  (iii)  increase  the  maximum  loan  and 
aggregate  outstanding  balance  from  $25,000  to  $50,000 
(iv)  revise  the  interest  terms  to  provide  that  a  loan  would 
bear  interest  at  the  same  rate  for  the  life  of  the  loan. 
Currently  interest  rates  may  be  changed  at  any  time. 

Conclusions:  The  four  changes  involved  here  would  not 

only  increase  CCC's  share  of  on-farm  financing,  but  also  would 

have  a  stimulating  effect  on  total  on-farm  construction. 

Amounts  loaned  are  projected  to  increase  from  $104  million 
in  fiscal  year  1978  to  $203  million  in  fiscal  year  1982. 

The  number  of  loans  made  would  increase  from  an  estimated 
14,000  to  20,400  during  the  same  period. 

c.  Option  B. 

The  changes  involve  (i)  basing  the  need  for  on-farm  storage 
on  two  years'  production  of  eligible  crops,  rather  than  one 
years'  production  currently  used  (ii)  authorizing  loans  for 
wet  storage  facilities,  oxygen -limiting  and  other  silo-type 
structures  (iii)  include  concrete  and  wiring  costs^  in 
determining  the  loan  amount  and  (iv)  raising  the  maximum 
loan  and  aggregate  outstanding  balance  to  $50,000. 

Conclusions:  With  the  stated  changes,  the  program  is  projected 

to  increase  amounts  loaned  from  $93  million  in  the  1978 
fiscal  year  to  $182  million  in  the  1982  fiscal  year.  The 
number  of  loans  would  increase  from  about  15,000  to  around 
22,000  in  the  same  period.  The  two  most  important  factors 
affecting  the  level  of  participation  are  revising  the  deter¬ 
mination  of  needs  to  include  consideration  of  two  years' 
production,  and  authorizing  loans  for  wet-storage  facilities. 
While  this  package  of  provisions  would  result  in  making  more 
loans  than  under  Option  A,  the  amount  loaned  would  be  smaller 
because  the  loan  would  be  based  on  70  percent  of  eligible 
costs  rather  than  85  percent. 
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d.  Option  C. 

This  option  would  combine  all  of  the  new  elements  contained 
in  both  Options  A  and  B.  Briefly  stated  they  include 
increasing  the  loan  amount  to  85  percent  of  net  cost,  basing 
needs  on  two  years'  production,  authorizing  wet-storage  loans, 
including  concrete  and  wiring  costs  in  determining  the  loan 
amount,  increasing  the  maximum  loan  and  aggregate  outstanding 
balance  to  $50,000,  and  maintaining  a  constant  interest  rate 
during  the  life  of  the  loan. 

Conclusions:  This  program  package  would  be  the  most  attrac¬ 

tive  from  the  farmers  standpoint.  Loans  made  are  estimated 
to  increase  from  around  16,600  in  the  1978  fiscal  year  to 
perhaps  26,000  during  the  1982  fiscal  year.  The  amount 
loaned  would  rise  from  $125  million  to  about  $263  million 
during  the  same  period. 

A  summary  of  estimates  for  the  current  program  and  these  three 

options  appears  below. 


FISCAL  YEARS 


1976-77 

1977-78 

1978-79 

1979-80 

1980-81 

1981-82 

Continuation  of  current  program 
Amount  loaned  ($  Mil.) 

Capacity  built  (Mil.  Bu.) 

Number  of  loans 

53.0 
64. 0 
10,000 

56.0 

65.0 

10,200 

59.5 

66.0 

10,400 

63.0 

67.0 

10,600 

67.0 

68.0 

10,700 

72.0 

69.0 

10,900 

Option  A 

Amount  loaned  ($  Mil.) 

Capacity  built  (Mil.  Bu.) 

Number  of  loans 

104 

101 

14,000 

134 

124 

16,800 

158 

140 

18,500 

180 

151 

19,400 

203 

162 

20,400 

Option  B 

Amount  loaned  ($  Mil.) 

Capacity  built  (Mil.  Bu.) 

Number  of  loans 

92 

114 

15,000 

120 

143 

18,300 

142 

161 

20,100 

161 

173 

21,100 

182 

186 

22,200 

Option  C 

Amount  loaned  ($  Mil.) 

Capacity  built  (Mil.  Bu.) 

Number  of  loans 

1 

125 

126 

16,600 

160 

155 

19,800 

201 

184 

23,100 

230 

202 

24,600 

263 

220 

26,200 

2.  Alternative  Programs  Involving  Change  of  Legislation 

a.  Transfer  the  program  to  the  Farmers  Home  Administration  (FmHA) . 

Conclusions:  Program  participation  would  not  be  materially 

different  under  FmHA  direction  than  now.  However,  FmHA  does 
not  have  a  full-time  county  office  located  in  every  county 
or  county  combination,  as  applies  to  ASCS.  This  could  mean-- 
although  not  necessarily  so— that  participation  may  be  slightly 
lower  than  under  current  arrangements. 
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b*  Operate  program  in  conjunction  with  a  grain  reserve. 

Conclusions:  Authority  under  which  the  active  facility  loan 

program  is  carried  out  is  broad  enough--in  terms  of  program 
provision  options--to  assure  the  building  of  any  facilities 
needed  in  the  implementation  of  a  reserve  program.  The 
facility  loan  program  could  be  augmented  by  more  favorable 
provisions  applicable  to  participants  in  the  reserve  program. 
This  would  provide  the  necessary  incentive  to  assure  reaching 
the  reserve  objective.  Exact  provisions  would  depend  upon 
the  nature  of  the  reserve  program  itself. 

c.  Government  guaranteed  loan  program. 

While  terms  and  conditions  would  be  established  by  government, 
eligible  farmers  would  borrow  directly  from  commercial  finance 
institutions  at  locally  prevailing  interest  rates.  The  terms 
and  conditions  need  not  necessarily  be  any  different  than 
otherwise. 

Conclusions:  This  approach  would  replace  a  100  percent 

government  financed  and  operated  program  with  a  private 
sector  program  guaranteed  by  government.  Thus,  it  would 
eliminate  CCC  outlays  from  the  Budget.  In  this  situation 
operation  provisions  could  be  based  on  programmatic 
objectives  rather  than  budgetary  restrictions.  Program 
participation  would  likely  be  a  little  less  than  under 
present  arrangements,  but  could  be  substantially  less, 
depending  mainly  upon  the  extent  of  participation  by  banks 
and  other  lending  institutions. 

d.  Discontinue  the  program. 

Conclusions:  Other  lending  sources  would  pick  up  some 

portion--but  not  all--of  the  financing  now  provided  under 
this  program.  A  number  of  factors  affect  program  participa¬ 
tion;  important  among  these,  for  example,  are  the  level  of 
production,  availabilj.ty  of  credit,  and  the  general  state 
of  the  economy.  While  review  team  members  have  varying 
views  on  the  subject  the  concensus  viewpoint  is  that  the 
private  sector  might  finance  about  half  of  the  loan  volume 
expected  under  government  financing. 


*This  alternative  is  listed  here  because  legislation  would  be 
needed  to  implement  a  farm  reserve  program;  no  legislation 
would  be  required  for  the  facility  loan  program. 


$  .  ^«n 


4 


«  ^ 

V 


H*M  ‘  N 

i » *  >,  ?  *« 

‘1  »  1 

1  f»  ..  ,*  •  ,  -  Hi  .f 

1  tj 

..  ■ 

.  4  ,  (  ,... 

*  A  1  f'  I 

9 

''  JUt  _. 

'  ;.  ,1  ' 

'  j  r 

«  .  «  •  n  ■  .1  ;-r»  ; 

1  i  ‘^h. 

• 

*.V  *  * ' 

-  ■■ 

-  . 

.  ♦  '.t  J  'i'"*'  "ii 

•  r 

■  t-l 

1  •»•  « 

•  .•  f 

■  -r  .».- 

i  t  -V 

*  y 

W  1 

-  •  i,\ 

1  •  .  .  ■■ 

"  ■>  .  •  '  u'i  .,■ 

H'.'  ( 

i  V  'i  ■**; ' 


&y.i  .'  m;"' 


V  ’n' 

'  J  "JO  )■  ♦  >i  , 

‘  ‘  •  .it  Kt 

‘  '  •«»% 


«>-  #<  -  i.  <  .■■  - .?  “ 


V 

■A  f  I  i 

f  ■> . 


I 


f./. 

i|i*»  I" 


'*itM*rar.-t  »f4 

■  «  t 

■  ' 

’  y’l’n'y  »  .*j»» 


5 


II.  HISTORICAL  REVIEW 


Loans  for  farm  storage  facilities  for  grains  are  mandatory,  and  have  been 
available  since  1949,  following  enactment  of  the  applicable  legislation. 
Drying  equipment  loans  as  well  as  farm  storage  facility  loans  for  crops 
other  than  grains,  while  non -mandatory ,  also  have  been  offered  since  1949. 
Terms  and  conditions  of  these  various  loans  have  varied  over  the  years, 
reflecting  mainly  the  attitude  of  policy  makers  toward  program  emphasis. 
Simply  stated,  over  the  years  program  provisions  have  been  made  more 
favorable  when  there  is  an  interest  in  increasing  participation  and 
widening  program  coverage.  In  like  manner,  program  provisions  have  been 
tightened  from  time  to  time  when  it  is  felt  the  program  should  be  given 
less  priority  in  terms  of  fund  allocation. 

Unlike  commodity  loan  programs,  the  storage  and  drying  facilities  loan 
program  has  not  been  subject  to  annual  revision  by  the  CCC  Board.  The 
program  is  characterized  as  "open-end"  in  the  sense  that  it  is  authorized 
by  the  CCC  Board,  with  no  terminal  date,  and  embodying  broad  delegation  of 
authority  to  the  Executive  Vice  President  to  determine  most  of  the  terms 
and  operating  provisions,  including  major  provisions.  The  last  major 
program  change  was  approved  by  the  Board  on  August  29,  1974. 

There  is  practically  no  information  available  on  the  need  for  farm  storage, 
or  the  amount,  capacity  and  type,  of  farm  storage  in  place  and  usable. 

The  1974  census  collected  some  general  information  on  farm  storage 
which  is  scheduled  to  be  released  later  this  year.  However,  the  data 
would  not  provide  a  sound  basis  for  national  projection  because  it  is 
imcomplete,  includes  only  certain  kinds  of  farms. 

A.  Program  Objectives 

Provide  financial  assistance  through  loans  to  producers  needing 
on-farm  storage  and  drying  facilities  for  various  agricultural 
commodities.  Adequate  storage  and  drying  facilities  enable  the 
producer  to  use  the  commodity  loan  program  to  good  advantage,  and 
encourage  the  orderly  marketing  and  utilization  of  commodities  both 
on  and  off  the  farm. 

« 

B.  Legislative  Authority 

1.  Section  4  Ch) ,  of  the  CCC  Charter  Act,  as  amended,  provides  in 
part  as  follows: 

_  _  that  to  encourage  the  storage  of  grain  on  farms,  where 
it  can  be  stored  at  the  lowest  cost,  the  Corporation  shall 
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B.  Recommendations 

1.  The  team  concluded--based  upon  continuing  participation  and 
interest--  that  the  program  should  be  continued,  even  though 
reliable  information  on  the  present  capacity  and  type  of 
usable  farm  storage  and  drying  facilities  is  unavailable. 

Further,  it  was  concluded  that,  in  view  of  the  broad  legislative 
authority  now  existent,  no  change  in  legislation  is  needed. 

The  concensus  view  is  that  the  program  should  be  expanded  and 
broadened  somewhat  relative  to  provisions  now  in  effect.  Among 
changes  the  team  viewed  as  favorable  are  (a)  some  increase  in  the 
loan  amount  above  the  70  percent  of  net  cost  now  in  effect; 

(b)  base  storage  needs  on  2  years'  production  rather  than  1. 

These  two  changes  would  be  quite  significant  in  broadening  program 
eligibility  and  participation.  There  are  others  of  course; 
including  concrete  and  wiring  costs  in  the  loan  base  would  be 
a  significant  move,  but  loans  on  this  construction  feature 
could  not  be  recovered  in  a  facility  take-over  upon  default. 

In  like  manner,  loans  for  wet  storage  structures,  benefiting 
dairy  and  beef  producers,  would  present  a  problem  upon  take-over 
in  view  of  difficulty  in  disposing  of  the  facility  upon  default. 

Broadening  the  participation  base  and  expansion  of  the  program 
would  serve  the  best  interests  of  both  producers  and  consumers. 
There  already  is  some  evidence  that  farmers  are  holding  produc¬ 
tion  for  a  longer  period,  evening-up  supplies  over  the  season. 

This  directional  change  leading  to  a  stretch-out  of  marketings 
would  be  facilitated  by  an  expansion  of  the  storage  loan  program. 
The  encouragement  of  on-farm  storage  construction  strengthens 
the  farmer's  role  in  the  marketing  pattern,  and  is  a  useful 
adjunct  to  the  market-oriented  concept  reflected  in  today's 
farm  programs. 

2.  It  is  recommended  that,  at  the  earliest  opportunity,  a  survey 
be  undertaken  to  determine  the  amount,  capacity  and  type  of 
farm  storage  and  drying  facilities  in  place  and  usable.  The 
Statistical  Reporting  Service  would  be  the  appropriate  agency 
to  conduct  such  a  survey  based  upon  an  adequate  sample  and 
recognized  techniques.  Undoubtedly,  opportunities  will  arise-- 
as  they  have  in  the  past--to  obtain  this  needed  information  by 
addition  of  a  few  questions  to  other  surveys  this  agency 
regularly  makes.  In  this  situation,  costs  would  be  considerably 
less  than  would  apply  if  ASCS  conducted  a  comparable  survey 

on  its  own. 
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make  loans  to  grain  growers  needing  storage  facilities  when 
such  growers  shall  apply  to  the  Corporation  for  financing 
the  construction  or  purchase  of  suitable  storage,  and  these 
loans  shall  be  deducted  from  the  proceeds  of  price  support 
loans  or  purchase  agreements  made  between  the  Corporation 
and  the  growers . " 

This  authority  has  been  used  to  authorize  farm  facility 
loans  for  grain  storage  since  1949. 

Loans  for  storage  facilities  for  grain  are  mandatory. 

2 .  Section  5  (b) ,  of  the  CCC  Charter  Act ,  as  amended  provides  that 
the  Corporation  is  authorized  to  use  its  general  powers  to — 

"Make  available  materials  and  facilities  required  in  connection 
with  the  production  and  marketing  of  agricultural  commodities . " 

This  authority  has  been  used  since  1949  to  authorize  loans 
for  drying  facilities  for  grains  and  for  storage  and  drying 
facilities  for  various  agricultural  commodities  other  than  grains. 

Loans  under  this  authority  are  not  mandatory. 

C  Program  Operations 

1.  Administration 

Prior  to  1967,  two  separate  programs  w'ere  in  operation,  one 
for  storage  facilities,  and  one  for  drying  equipment. 

Effective  July  1,  1967,  the  two  programs  were  combined. 

At  the  national  level  the  program  is  administered  by  the 
Grains,  Oilseeds  and  Cotton  (GOC)  Division,  Agricultural 
Stabilization  and  Conservation  Service  (ASCS),  under  the 
supervision  of  Deputy  Administrator  of  Programs  (DAP),  ASCS. 

The  program  is  carried  out  in  the  field  through  ASC  State 
and  County  Committees . 

t 

Within  the  framework  of  the  national  program  provisions 
(See  annex  1),  County  ASC  Committees’  have  considerable 
latitude  in  acting  upon  individual  loans  applications.  An 
estimated  95  percent  of  all  loan  applications  fall  within 
the  approval  df  'didapptoVal  'authority  of  the  County  ASC 
Committee . 


2 .  Results 
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a .  Program  Ob j  ectives 

Since  early  1949,  and  running  though  June  30,  1975,  this 
program  has  provided  the  Government,  as  well  as  fairoers, 
a  tool  whereby  grain  and  various  other  commodities  may  be 
stored  on  the  farm  until  needed  for  either  on-farm  use  or 
moved  into  commercial  trade  channels .  Total  storage  capacity 
built  under  the  program  exceeds  2.3  billion  bushels.  During 
the  period  1969-75,  1  billion  bushels  of  storage  capacity 
was  financed  under  the  program.  Many  farmers  have  partici¬ 
pated  in  the  pro^am  over  the  years.  Over  437,000"  loans 
have  been  made  since  1949.  Loans  totaling  $957  million 
have  ranged  from  $7  million  to  $156.6  million  annually. 

The  bad  debt  ratio  is  below  1  percent  of  total  loans  made. 

b.  General  Program  Results 

1.  Table  1  shows  national  totals  of  number  of  loans  made, 
dollars  disbursed,  and  bushels  of  storage  capacity 
constructed  from  inception  of  program  through  FY  1975. 

The  table  indicates  that  program  activity  has  varied 
over  the  years.  This  is  primarily  due  to  changes  made 
in  program  provisions  which  are  described  in  more  detail 
in  table  2  for  the  period  since  May  29,  1969. 

2.  During  fiscal  years  1968  and  1969,  program  activity 
accelerated  rapidly  from  disbursements  of  15.7  million 
dollars  in  fiscal  1967  to  104.9  million  dollars  in 
fiscal  1969.  To  slow  down  this  rapid  acceleration, 
several  restrictions  were  imposed  effective  May  30,  1969. 

The  amount  loaned  on  dryers  was  reduced  from  85  percent 
to  65  percent.  Oxygen-free  and  silo  structures  were  ineligible. 
Basis  for  storage  needs  were  reduced  from  two  years  to  one 
year.  Operating  equipment  was  made  ineligible,  as  was 
foundations ,  concrete ,  and  wiring  costs .  Restrictions 
were  instrumental  in  reducing  disbursements  in' fiscal  1970 
to  50.2  million  dollars — some  33.9  million  of  which  was 
due  to  loan  commitntents  subject  to  the  program  provisions 
which  was  in  effect  prior  to  May  30,  1969.  Less  than  16 
million  were  disbursed  in  fiscal' year  1970  under  the 
restrictions  imposed  ffey  30,  1969. 

On  /^ril  1,  1970,  several  of  the  restrictions  hnposed 
in  May  1969  were  removed  or  modified  to  make  possible 
some  expansion  in  farm  storage  and  drying  capacity. 

Disbursements  in  fiscal  1971  totaled  30  million  dollars. 


3. 
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4.  In  February  of  1971,  further  liberalizations  were  made 
in  program  provisions,  and  in  July  1971,  loans  were 
authorized  for  hay  storage  and  loans  for  wet  storage 
were  reinstated.  These  changes  combined  with  record 
crops,  resulted  in  the  dollars  amount  loaned  in  fiscal 
1972  being  the  highest  in  program  history,  while  the 
bushels  of  storage  capacity  financed  was  the  second 
highest  in  program  history.  Activity  continued  to 
increase,  setting  new  highs  in  outlays  in  fiscal  1973. 

Program  provisions  were  changed  in  late  1973  to  reduce 
activity  in  fiscal  1974  and  1975. 

5.  Table  3  shows  breakdown  by  States  of  numbers  of  loans 
made,  dollar  amounts  disbursed,  and  bushels  of  storage 
capacity,  for  FY  1968-1975.  The  considerable  difference 
in  activity  among  States  is  due  to  the  different  crops 
produced,  availability  of  off-farm  facilities,  and  the 
type  of  commodity  loan  program  available  such  as  reseal 
program  for  grains.  The  five  most  active  States  in 
numbers  of  loans  in  this  period  were,  Iowa,  Minnesota, 

North  Dakota,  Nebraska,  and  South  Dakota.  These  five 
States  are  major  corn  producing  States  and  were  the 
States  in  which  the  reseal  loan  programs  were  most  active. 

D  National  Farm-Storage 

As  shown  in  Table  4,  an  attempt  has  been  made  to  determine  the  national 
on-farm  storage  capacity.  Several  sources  were  investigated  and  all 
proved  to  be  inconclusive.  However,  based  on  a  study  of  January  1 
stock  levels  for  seven  commodities  and  other  assumptions,  it  is 
estimated  that  the  current  on-farm  storage  capacity  is  between  7.5  - 
8.5  billion  bushels.  This  along  with  the  6.1  billion  bushels  off-farm 
capacity  would  provide  approximately  14  billion  bushels  of  storage 
capacity  nationwide. 

E  Other  Comments  or  Observations 

1.  The  extent  to  which  producers  use  the  program  depends  importantly 
on  the  attractiveness  of  the  financing  package  offered,  that  is, 
on  key  factors  such  as  the  percent  loanable,  the  items  eligible 
for  loan,  the  interest  policy,  etc.  Other  elements  are  also 
critical  in  terms  of  program  participation;  among  these  are  the 
formula  used  to  determine  needs  (one,  two  or  three  years' 
production);  the  size  of  the  coming  year's  crop  the  accessi¬ 
bility  of  off-farm  storage.  Once  the  terms  and  conditions  of  a 
continuing  program  are  announced  all  producers  meeting  the  stipulated 
conditions  are  eligible  for  loans.  Thus  it  would  be  difficult  to 
curtail  expenditures  until  major  loan  provisions  are  again  changed. 
Even  so,  expenditures  could  be  limited  to  a  specific  dollar  amount 
under  any  program  by  cutting  off  approval  of  applications  when 
available  program  funds  have  been  allocated  or  obligated.  Any 
such  arrangement,  however,  may  be  legally  questionable. 
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2.  The  time  lag  between  applications,  ordering  of  equipment,  construc¬ 
tion,  and  final  disbursement  is  several  months.  This  makes  it 
almost  impossible  to  time  program  actions  (slowdowns  or  speedups) 
to  coincide  with  the  desired  results  if  the  desired  time  frame  is 
a  given  fiscal  or  calendar  year.  Results  of  changes  in  program 
provisions  are  reflected  in  statistics  somewhat  later  than  might 
be  hoped  for,  because  it  takes  time  for  activity  to  gain  momentum 
after  the  program  has  been  slowed  for  a  period  of  time.  Likewise, 
once  speeded  up,  momentum  tends  to  continue  well  past  the  next 
program  change  date. 
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CURRENT  MAJOR  PROVISIONS 
OF 

FARM  STORAGE  AND  DRYING  EQUIPMENT  LOAN  PROGRAM 


1.  Loans  are  available  to  eligible  borrowers  for  financing  on-fam  storage  or 

needs  for  the  storage  and  drying  of  one  or  more  specified 

comniodities . 

2.  Who  may  be  eligible? 

Farmers  who; 

Produce  one  or  more  of  the  following  commodities :  Oom ,  oats ,  barley , 
grain  sorghum,  wheat,  rye,  soybeans,  flaxseed,  rice,  dry  edible  beans, 
peanuts  and  sunflower  seed. 

Need  the  proposed  storage  structure  or  drying  equipment  for  storing  or 
conditioning  one  or  more  of  such  commodities . 

3.  What  kind  of  structure  may  be  financed? 

New  or  newly  constructed  grain  storage  structures  of  conventional  design. 

Multi-purpose  structures  providing  the  area  not  needed  for  storage  is 
isolated  or  closed  off  from  other  areas.  The  amount  of  the  loan  will  be 
based  on  the  prorated  cost  of  the  space  used  for  storage. 

Used  structures  purchased  from  CCC. 

4.  What  type  of  drying  equipment  may  be  financed? 


New  continuous -flow  type  dryers . 

New  drying  systems  with  wagons  or  trailers  as  integral  parts  thereof. 

New  batch  or" -in-sfore  drying  system  '(including  integral  parts  and  equip¬ 
ment)  using  heated  or  unheated  air. 

New  equipment  which  conditions  or  facilitates  drying  by  aerating  or  cir¬ 
culating  the  commodity. 

t 

Used  drying  equipment  purchased  from  CCC. 

5 .  \<Iha.t  about  operating  equipment? 

Conditioning ,  handling ,  or  operating  equipment  essential  to  the  practical 
operation  of  the  storage  or  drying  unit  may  be  included  in  a  loan. 

Loans  may  also  be  approved  to  add  individual  items  of  equipment  to  an  exist¬ 
ing  storage  or  drying  unit  when  the  equipment  is  considered  necessary  to 
make  the  existing  unit  more  practical  and  efficient. 
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6.  ifowmuch  can  be  bomowed? 


Up  to  70  percent  of  ^  the  eligible  cost  of  the  structures  and/or  equipment 
not  to  exceed  a  maximiim  of  $25,000.  The  aggregated  outstanding  balance  of 
all  loans  to  the  applicant  cannot  exceed  $25,000. 

Eligible  costs  include: 

The  net  purchase  price  of  the  structure  or  equipment. 

Sales  tax . 

Costs  for  transportation,  delivery,  erection,  or  installation. 

Exception:  Labor  of  applicant  or  others  usually  employed  on  the  farm 
is  NOT  eligible. 

Costs  of  material  and  labor  for  concrete  work  and  electrical 
wiring  are  NOT  eligible. 

7 .  What  are  the  terms  and  repayment  provisions? 

The  term  of  the  loan  is  five  years. 

Repayments  are  set  up  for  four  equal  annual  installments.  However,  the 
loan  may  be  paid  off  anytime. 

The  first  installment  is  due  and  payable  an^diime  in  the  12-month  period 
beginning  one  year  from  the  date  the  loan  is  disbursed. 

If  an  installment  is  due  and  payable,  a  deduction  shall  be  made  from  any 
money  due  to  the  borrower  from  a  commodity  loan  or  purchase,  reseal 
storage  payment,  deficiency  payments,  or  set-aside  payments. 

8.  What  is  the  rate  of  interest? 

Loans  start  to  bear  interest  at  the  rate  in  effect  on  the  date  of  disbursemeni 
The  rate  is  subject  to  semiannual  adjustment  (up  or  down)  throughout  the 
life  of  the  loan.  The  interest  policy  followed  is  identical  to  that 
applicable  under  commodity  loan  programs.  ' 

9.  Where  and  when  are  applications  filed? 

Application  for  loans  should  be  filed  in  the  county  where  the  records  are 
kept . 

Applications  must  be  filed  within  30  days  of  time  the  storage  or  equipment 
is  delivered  to  the  farm. 

Applications  expire  4  months  after  approval  unless  extended. 
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0.  How  is  need  for  storage  determined? 

Basically,  on  a  one  year  criteria,  the  production  of  the  eligible  crx^ps  on 
your  farm  in  the  calendar  year  in  which  your  application  is  filed,  minus 
j  the  existing  storage  on  the  farm. 

j  i_i .  Who  approves  the  loan? 

I  Loans  of  less  than  $10,000  may  usually  be  approved  by  the  County  ASC 

Committee . 

I 

1 12 .  What  is  the  security  for  the  loan? 

A  first  lien  on  ttie  storage  or  equipment  is  required  on  all  loans. 

This  is  usually  obtained  through  a  financing  statement  (UCC-1)  and  a  pro¬ 
missory  note  and  security  agreement. 

A  lien  on  the  real  estate  on  which  the  property  is  located  is  required  as 
additional  security  on  all  loans  of  $10,000  or  over  and  for  any  loan  at 
the  discretion  of  the  approving  committee.  Consent  and  disclaimer  agreements, 
severance  agreements,  or  subordination  agreements  may  be  required  in  certain 
situations  to  perfect  security  under  the  respective  State  Law. 

13.  From  whom  must  the  bin  or  equipment  be  purchased? 

Major  items  such  as  bins  or  equipment  must  be  purchased  from  an  approved 
vendor.  An  approved  vendor  is  one  who  has  a  signed  and  approved  Form 
CCC-308  on  file  in  the  county  office. 

14.  How  much  must  be  paid  down? 

A  downpayment  of  at  least  the  difference  between  the  amount  of  the  loan 
and  the  net  cost  of  the  farm  storage  or  drying  equipment  shall  be  made  by 
the  loan  applicant  to  the  vendor  before  the  loan  is  disbursed.  Downpayment 
in  excess  of  the  minimum  may  be  made  by  the  borrower.  The  downpayment 
must  be  made  in  cash  except  that  a  reasonable  trade-in  allowance  for  farm 
equipment  or  other  tangible  propeirty  may  be  considered  as  cash. 

t 

The  downpayment  shall  not  include  any  discount ,  rebate ,  credit ,  deferred 
payment,  post-dated  check,  or  promissory  not  to  the  vendor. 

15.  What  documentation  or  information  must  be  furnished? 

In  addition  to  legal  documents ,  the  borrower  shall  furnish  such  information 
and  documents  as  the  State  or  county  conmittee  may  request  to  support  loan 
application,  including  financial  statements,  receipts,  invoices,  specif ica 

tions,  etc. 

16.  Who  pays  recording  fees  or  charges  for  legal  documents,  surveys,  or  title  search 

The  borrower  shall  pay  all  necessary  fees  and  charges  except  the  fee  for 
the  filing  of  the  UCC-1  or  the  chattel  mortgage. 
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1949 

1950 

1951 

1952 

1953 

1954 
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1956 

1957 

1958 

1959 

1960 

1961 

1962 

1963 

1964 

1965 

1966 

1967 

1968 

1969 

1970 

1971 

1972 
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1975 
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FARM  STORAGE  AND  DRYING  EQUIPMENT  LOAN  ACTIVITY 


BY  FISCAL  YEAR  1949  -  1976 
Million 

Million 

No .  Loans 

Bushels 

Dollars 

3 

.05 

.05 

13,660 

46.9 

12.7 

8,535 

37.6 

10.6 

8,077 

38.0 

11.7 

5,447 

22,9 

7.1 

16,798 

46.0 

13.5 

19,502 

'  70.9 

19.8 

8,157 

26.3 

7.5 

8,728 

27.8 

7.6 

9,084 

30.1 

9.7 

15,826 

64.7 

18.3 

16,654 

85.3 

24.7 

12,663 

62.5 

18.8 

26,563 

133.4 

42.3 

16,667 

70.4 

24.4 

8,597 

34.9 

11.9 

6,070 

25.2 

8.7 

9,189 

38.1 

13.6 

8,398 

40.4 

15.7 

23,146 

122.9 

56 .9 

43,268 

281.9 

104.9 

20,305 

142.8 

50.2 

12,363 

74.0 

30.0 

38,950 

251.2 

120.3 

41,046 

313.5 

156.6 

24,602 

161.6 

92.1 

5,660 

33.5 

22.8 

9,184 

56.4 

44.6 

437,000 

2.3  (billion) 

957  (million) 
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NATIONAL  ON-FARM  STORAGE  CAPACITY 

Projections  of  farm  storage  needs  would  be  much  easier  to  make  if 
reliable  national  data  showing  existing  farm  storage  capacity  were 
available.  In  an  attempt  to  find  reliable  data,  several  sources  were 
investigated.  The  results  were  inconclusive.  The  data  obtained  was 
either  (1)  fragmentary  and  did  not  follow  any  definable  pattern  that 
could  be  used  to  project  an  accurate  national  figure;  (2)  was  based 
on  an  estimate;  or  (3)  was  found  to  be  incomplete,  when  segments  were 
compared  to  surveys  conducted  by  some  States  and  counties.  Sources 
investigated  included  (a)  ERS ,  (b)  1969  Census  of  Agriculture,  (c) 
manufacturers  (Behlen,  Butler,  Columbia  and  Stor-Mor) ,  (d)  State 
ASCS  offices. 

In  an  attempt  to  provide  some  indication  of  existing  on-farm  storage 
capacity,  the  following  study  was  made. 

The  attached  tables  and  chart  reflect  known  historical  data  for 
production  and  storage  capacity.  The  big  unknown  factor  is  the 
total  quantity  of  on-farm  storage.  Since  1949,  under  the  Farm  Storage 
and  Drying  Equipment  Loan  Program,  2.3  billion  bushels  of  on-farm 
storage  have  been  constructed.  For  the  purpose  of  this  study  we 
are  assuming  that  the  major  portion  of  this  capacity  is  still  suitable 
for  storage  of  grain.  The  off-farm  storage  capacity  is  determined 
annually  by  SRS  and  published  in  the  January  Grain  Stocks  report. 

The  January  stock  levels  of  commodities  included  in  the  study  (see 
Table  4c)  were  reviewed  for  the  1949-75  period.  On  January  1,  1972, 
the  on-farm  stock  level  totaled  5.9  billion  bushels,  the  highest 
recorded  since  1949.  We  would  therefore  have  to  assume  this  is  a 
minimum  on-farm  storage  level.  This  was  the  last  year  that  the  reseal 
program  was  authorized  and  on-farm  storage  of  grain  at  this  time  would 
have  been  near  total  capacity.  Assuming  on  January  1,  1972,  on-farm 
storage  was  at  85  percent  capacity,  total  estimated  capacity  would 
have  been  6.9  billion  bushels.  Since  1972,  one-half  billion  bushels  of 
on-farm  capacity  have  been  constructed  under  the  FSDEL  program. 
Therefore,  it  would  seem  possible  that  our  current  on-farm  storage 
capacity  would  be  between  7.5  -  8.5  billion  bushels. 

I 

Based  on  above  assumptions,  the  total  estimated  U.  S.  grain  storage 
capacity  wou  Id  then  be  14.1  billion  bushels,  (8.0  billion  bushels 
on-farm  plus  6.1  billion  bushels  off-farm  as  published  in  the  January 
1,  1976,  Stocks  Report).  This  storage  capacity  would  be  sufficient 
enough  to  have  handled  any  one  year  production  and  carryover  stocks 
(see  Table  4a)  of  the  commodities  included  in  this  study,  to  date. 
Estimated  production  plus  carryover  for  1980-81  is  15.1  billion  bushels. 

It  could  be  concluded  from  this  study  that  no  additional  storage  is 
needed,  however,  it  is  recognized  that  much  of  the  above  storage  is 
either  out  of  location  or  excessive  to  one  year's  production  plus 
carryover  needs  in  some  areas.  Production  and  stock  levels  are  expected 
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to  continue  to  increase,  thus  demanding  more  storage  space.  Without 
more  complete  data  for  on-farm  storage  capacity  and  its  location 
relative  to  need,  it  is  difficult  to  assess  our  real  needs  for  on- 
farm  storage.  However,  we  do  feel  a  need  for  additional  storage 
capacity  still  exists  and  will  continue  to  exist  for  years  to  come. 
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III.  FUTURE  --  COiiTIIlUATION  OF  CURREUT  LEGISLATIOM 
A.  Continue  1976  Program  Provisions. 
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1.  Program  Objectives. 

The  objective  of  the  program,  is  to  provide  financial  assistance 
through  loans  to  producers  needing  on-farm  storage  and  drying 
facilities  for  various  agricultural  cornnxDdities.  Adequate  storage 
and  drying  facilities  encourage  the  orderly  r.arketing  and  utili¬ 
zation  of  commodities  both  on  and  off  the  farm  and  enable  the 
producer  to  use  the  commodity  loan  program  to  good  advantage. 

2.  Program  Administration. 

A  continuation  of  the  present  program  provisions  would  provide 
for  a  70  percent  maxim, urn  loan  on  both  storage  and  drying  equip¬ 
ment,  with  a  one  year  storage  needs  determination  on  eligibility. 
The  maximum  loan  amount  and  the  m.aximum  outstanding  aggregate 
remaining  under  loan  is  $25,000.  Foundation,  concrete,  and 
wiring  costs  are  ineligible  for  loans  as  are  remodeling  costs. 

The  rate  of  interest  on  all  loans  would  be  7.5  percent. 

The  Grain,  Oilseeds,  and  Cotton  Division  of  ASCS  would  administer 
the  program  under  the  general  supervision  and  direction  of  the 
Deputy  Administrator  for  Programs.  On  matters  involving  indi¬ 
vidual  loans  which  othen-/ise  require  approval  or  other  action  by 
the  Executive  Vice  President,  the  Deputy  Administrator  for 
Programs  is  authorized  to  give  such  approval  or  take  such  other 
action  as  may  be  necessary.  The  program  would  be  carried  out 
through  ASCS  State  and  County  Committees. 

3.  Program  Results. 

l.'ith  a  continuation  of  the  present  program  provisions,  program 
activity  is  projected  to  increase  from  $53  million  in  fiscal  year 
1977  to  $72  million  in  fiscal  year  1982  (see  Table  5).  The 
number  of  loans  made  will  increase  from  10,000  to  10,900  during 
the  same  period. 

t 

There  are  many  factors  affecting  the  use  of  the  farm  storage 
and  drying  equipment  loan  program  and  the  demand  for  farm 
storage  in  total.  An  assumption  that  is  made  when  discussing 
these  factors  is  that  as  the  demand  for  farm  storage  increases, 
farmers  use  of  the  loan  program  also  would  increase  although 
not  always  proportionately.  A  review  of  these  factors  may  help 
to  indicate  the  basis  for  our  projections.  An  important  factor 
is  the  total  production,  supply,  and  carryover  of  grains  and 
soybeans.  Record  production  for  the  1975  crops  plus  an  increase 
in  ending  stocks  of  grains  and  soybeans  of  11.5  million  tons 
over  the  previous  year  helped  to  cause  activity  in  this  program 
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to  increase  from  $23  million  in  fiscal  year  1975  to  a  projected 
$50  million  in  fiscal  year  1976,  v/ith  essentially  the  same 
program  provisions  in  each  year.  Supply  projections,  based  on 
a  continuation  of  "market-oriented"  farm  programs,  indicate  that 
total  U.S.  grain  supplies  will  continue  to  increase  over  the 
next  several  years  (see  Table  5a.),  thus  increasing  the  demand 
for  storage.  Another  factor  affecting  the  program  is  the  differ¬ 
ence  between  the  commercial  market  rate  of  interest  and  the 
interest  rate  offered  by  the  program.  Over  the  next  few  years 
it  is  likely  that  commercial  interest  rates  will  stay  somewhat 
above  the  current  7.5%  interest  rate  that  is  assumed  for  the 
program.  This  makes  the  government  program  more  attractive 
and  thus  leads  to  increased  use  of  the  program.  A  partially 
offsetting  feature  of  the  program  is  that  only  a  portion  of 
the  total  cost  of  the  structure  or  facility  is  eligible  for 
the  loan. 

Farm  income  also  has  an  impact  on  the  demand  for  storage. 

Met  farm  income  for  the  past  three  years  has  been  at  record 
levels,  and  is  expected  to  continue  to  be  relatively  high  for 
the  next  five  years,  approaching  $30  billion  by  1981.  With 
farmers  in  a  better  position  financially,  construction  of 
storage  and  drying  facilities  will  tend  to  increase. 

The  change  in  marketing  methods  by  farmers  in  the  last  two  to 
three  years  has  also  lead  to  increased  demand  for  storage. 

More  farmers  are  spreading  out  the  marketings  of  their  crops 
over  the  entire  year  to  avoid  the  usually  lower  harvest-time 
prices.  This  increases  the  need  for  storage  facilities,  and 
thus  the  use  of  the  loan  program.  Another  factor  which  became 
more  important  last  year  as  a  result  of  an  excellent  harvest 
season  was  the  time  wasted  waiting  in  line  at  elevators  to 
unload  grain  for  drying  or  storage.  With  continual  good  weather 
at  harvest,  most  of  the  grain  came  to  the  elevator  at  roughly 
the  same  time,  causing  long  lines  and  lost  time.  As  storage 
and  drying  facilities  become  available  on  the  farm,  the  farmer 
can  avoid  long  lines  and  thus  reduce  total  harvesting  time. 

Closely  related  to  the  last, factor  is  the  availability  and  cost 
of  off-farm  storage.  Last  year  many  farmers  found  that  off-farm 
storage  was  not  available  or  was  available  only  at  high  cost  or 
in  connection  with  a  tie-in  sale  of  a  portion  of  the  crop. 

This  has  lead  to  increased  demand  for  on-farm  storage  to  alle¬ 
viate  this  problem.  The  continued  shifting  from  harvesting 
ear  corn  to  harvesting  shelled  corn  has  increased  the  demand  for 
storage  bins.  As  this  shift  continues,  miore  farmers  will  find 
it  necessary  to  construct  nevi  storage  facilities. 

Another  important  factor  relating  to  the  use  of  the  loan  program 
is  the  availability  of  commercial  credit.  In  the  past  there  has 
been  some  reluctance  by  banks  to  lend  money  for  storage  and  drying 
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facilities  because  banks  could  earn  a  higher  rate  of  return 
elsewhere  on  their  money.  Whether  banks  will  continue  to  be 
able  to  earn  higher  rates  elsewhere  is  difficult  to  determine, 
but  this  aspect  does  have  an  important  impact  on  how  much  of 
the  total  demand  for  storage  and  drying  facilities  may  be 
financed  by  the  government.  The  Farm  Credit  Administration 
has  been  expanding  its  loan  services  the  past  few  years, 
offering  an  increased  source  of  borrowing  for  farmers. 

In  summary,  there  are  many  factors  to  be  considered  when 
estimating  use  of  the  farm  storage  and  facility  loan  program. 
The  difficulty  in  estimating  activity  is  compounded  by  lack 
of  reliable  data  on  total  farm  storage  available.  However, 
the  factors  which  were  felt  to  have  the  most  impact  on  the 
program,  and  thus  weighed  heavily  in  the  projections,  were 
the  increasing  total  supply  of  grains  and  soybeans  over  the 
next  few  years,  the  slightly  better  interest  rate  offered  by 
the  program  compared  to  market  rates,  and  continued  good 
income  prospects  for  farmers. 

4.  Personnel  Impact. 

Projections  of  program  activity  over  the  next  five  years 
indicate  that  the  number  of  loans  will  only  increase  from 
10,000  to  10,900  during  this  period.  The  number  of  man-years 
required  to  service  the  loans  will  increase  from  51  to  56 
over  this  same  period  (see  Table  5).  This  slight  increase 
will  have  no  impact  on  manpower  needs. 
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C.  Alternative  Program  Provisions  -  Option  A. 

1.  Program  Objectives. 

Taking  into  account  the  objectives  given  in  III.A.l.,  the  pro¬ 
jected  increase  in  carryover  (Tabl e  5a. )  may  result  in  a  need 
for  additional  on-farm  storage  and  drying  capacity  beyond  that 
v/hi ch  v/ould  be  expected  to  be  constructed  under  current  program 
provisions  as  projected  in  Table  5. 

Also,  price  increases  over  the  years  result  in  a  lesser  capacity 
being  constructed  for  a  given  level  of  expenditure.  Altering 
the  current  provisions  as  provided  belov/  vvould  accomplish  the 
program  objective  of  additional  expansion  to  the  extent  projected 
in  Table  6, 

2.  Program  Administration. 

The  program  v/ould  be  administered  substantially  as  it  is  now 
except  changes  v/ould  be  made  in  the  following  provisions. 

a.  Amount  of  Loan 

Currently,  any  loan  cannot  exceed  70  percent  of  the  net  cost 
of  the  farmer's  needed  storage  or  drying  equipment.  This 
requires  a  dov/n  payment  of  30  percent. 

This  v/ould  be  changed  to  provide  that  any  loan  could  not 
exceed  85  percent  of  the  net  cost  of  needed  storage  and 
drying  equipment.  This  change  v'ould  reduce  the  down  payment 
requirement  to  15  percent. 

b.  Concrete  and  V/iring  Costs 

Currently,  the  costs  of  material  and  labor  cannot  be  included 
in  determining  the  amount  of  the  loan. 

This  v/ould  be  changed  to  provide  that  the  costs  of  material 
and  labor  could  be  included  in  the  amount  of  the  loan. 

t 

c.  Maximum  Loan  and  Aagreoate  Balance 

Currently,  the  maxinun  loan  and  aggregate  outstanding  balance 
is  $25,000.  This  v/ould  be  changed  to  $50,000. 

.d.  Interest  Provision 


Currently,  loans  start  to  bear  interest  at  the  rate  in  effect 
on  the  date  of  disburser/ent  until  adjusted  by  CCC.  CCC  has 
the  authoriby  to  adjust  or  change  thj  rate  at  any  tii  c. 
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This  would  be  changed  co  provide  that  a  loan  v/ould  bear 
interest  at  the  rate  in  effect  on  ttie  date  of  dist^ursenient 
for  the  life  of  the  loan. 

CCC  \;ould  continue  to  review  the  rate  annually  or  semiannually 
and  change  the  rate  as  deemed  necessary,  but  any  change  in 
rate  would  not  affect  loans  previously  disbursed. 

3.  Program  Results. 

Program  activity  with  these  four  changes  is  projected  to  increase 
from  $104  million  in  fiscal  year  1978  to  $203  million  in  fiscal 
year  1982  (see  Table  6).  An  estimated  95  percent  of  this  increase 
is  due  to  the  first  two  changes  listed. 

The  provision  having  the  most  impact  in  this  set  of  alternatives 
is  the  amount  of  loan.  Increasing  it  from  70  to  85  percent 
automatically  reduces  the  required  down  payment  by  50  percent 
from  30  to  15  percent. 

The  provision  with  the  second  biggest  impact  is  the  one  involving 
concrete  and  wiring.  The  costs  of  material  and  labor  for  these 
two  items  can  represent  as  much  as  25  percent  of  the  out-of- 
pocket  cost  to  the  farmer.  However,  due  to  the  non-recoverable 
nature  of  concrete  and  wiring,  not  all  State  and  County  Committees 
would  favor  including  these  items  in  the  loan  package. 

The  impact  of  changing  the  interest  provision  from  a  variable 
rate  to  a  fixed  rate  for  the  life  of  the  loan  is  hard  to  determine. 
The  variable  interest  concept  has  not  yet  been  widely  accepted. 

Most  State  and  County  Committees  feel  that  the  variable  rate 
has  a  negative  effect  on  the  program.  Z'  fixed  rate  for  the  life 
of  the  loan  would  have  a  slight  effect  on  activity. 

Raising  the  maximum  loan  ceiling  or  aggregate  outstanding  balance 
from  $25,000  to  $50,000  would  stimulate  activity  a  slight  degree. 
Under  the  present  provisions,  few  loans  are  made  in  excess  of 
$10,000  (see  Table  5b.), however,  as  farm  units  get  bigger,  and 
on-farm  installations  more  complex  and  bigger,  a  higher  number 
of  farmers  will  need  loans  in  excess  of  $25,000. 

Experience  tends  to  indicate  that  these  changes  would  not  only 
increase  CCC's  share  of  on-farm  financing  but  would  also  have 
a  stimulating  effect  on  total  on-farm  construction. 

4.  Personnel  Impact. 

For  this  option,  the  number  of  loans  made  will  increase  from 
14,000  in  FY  1978  to  20,400  in  FY  1982.  The  man-years  required 
to  service  the  loans  will  increase  from  72  to  105  over  this 
period  (see  Table  6).  Even  though  the  number  of  man-years 
required  increases  by  over' 40?o  during  this  period,  the  loan 
activity  will  be  dispersed  over  many  county  offices  so  that 

there  will  be  no  significant  impact  on  manpower  needs. 
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ALTKW^'ATIVE  PROGRAM  PROVISIONS  -  OPTION  B 

1.  Program  Objectives 

The  projected  increase  in  carryover  (table  5a)  may  result  in  a 
need  for  additional  on-farm  storage  and  drying  capacity  beyond 
that  which  would  be  expected  to  be  constructed  under  current 
program  provisions  as  projected  in  table  5. 

Also,  price  increases  over  the  years,  result  in  a  lesser  capacity 
being  constructed  for  a  given  level  of  expenditure.  Altering 
the  current  provisions  as  provided  below  would  accomplish  the 
program  objective  of  additional  expansion  to  the  extent  projected 
in  table  7. 

2,  Program  Administration 

The  program  would  be  administered  substantially  as  it  is  now 
except  changes  would  be  made  in  the  following  provisions; 

A  Need  Determination 

Currently,  in  determining  need  for  on-farm  storage,  only 
one  year's  production  of  crops  is  used. 

Tliis  would  be  changed  to  provide  that  two  year's  production 
would  be  used. 

B  Loans  for  Wet  Storage 

Currently,  loans  are  not  authorized  for  wet  storage;  i.e., 
oxygen -limiting  and  other  silo-type  structures. 

This  would  be  changed  to  allow  loans  for  wet  storage  facilities. 
C  Concrete  and  Wiring  Costs 

Currently,  the  costs  of  material  and  labor  cannot  be  included 
in  determining  the  amount  of  the  loan. 

This  would  be  changed  to  provide  that  the  costs  of  material 
and  labor  could  be  included  in  the  amount  of  the  loan. 

D  Maximum  Loan  and  Aggregate  Balance 

Currently,  the  miaximum  loan  and  aggregate  outstanding  balance 
is  $25,000;  this  would  be  changed  to  $50,000. 

'It.  Program  p.esults 

Program,  activity  with  these  four  changes  is  projected  to  increase 
from  $93  millioh-in  YX-1^  to  $182  million  in  FY-82  (see  table  7). 
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The  provision  having  the  most  impact  in  this  set  of  options  is 
changing  the  needs  determination  to  allow  needs  to  be  considered 
on  two  year  s  production  instead  of  one.  Changing  this  provision 
would  enable  many  producers  who  are  currently  ineligible  for  the 
loan  program  because  of  existing  storage  facilities  to  have 
access  to  the  program  to  expand  their  current  facilities.  Expansion 
of  storage  facilities  would  allow  them  to  spread  out  their  market¬ 
ing  and  avoid  the  unnecessary  movement  of  carryover  grain  prior 
to  harvest. 

Authorizing  loans  for  wet  storage  facilities  also  has  a  significant 
impact  on  program  activity.  This  change  is  expected  to  increase 
the  number  of  loans  made  by  15  to  20  percent.  This  is  based 
on  experience  when  loans  for  wet  storage  were  previously  authorized. 
This  provision  would  allow  dairy  and  beef  producers  needing 
facilities  for  haylage,  silage,  wet  grain,  etc.,  to  use  the  loan 
program.  One  drawback  to  authorizing  loans  on  wet  storage 
facilities  is  the  difficulty  CCC  would  have  in  disposing  of  these 
facilities  in  case  of  default  of  the  loan. 

The  concrete  and  wiring  provision  would  also  have  considerable 
impact.  The  cost  of  material  and  labor  can  represent  as  much  as 
25  percent  of  the  out-of-pocket  costs  to  the  farmers.  Because 
of  the  non-recoverable  nature  of  concrete  and  wiring,  not  all 
STC ' s  and  COG ' s  would  favor  inclusion  of  this  provision  in  the 
loan  package.  Because  the  concrete  base  or  foundation  of  some 
wet  storage  structures  are  such  an  integral  part  of  the  structure, 
it  is  felt  concrete  and  wiring  costs  should  be  considered  as 
eligible  costs  for  loan  consideration  if  loans  for  wet  storage 
are  authorized. 

Raising  the  maximum  loan  ceiling  or  aggregate  outstanding  balance 
from  $25,000  to  $50,000  would  stimulate  activity  a  slight  degree 
as  noted  in  Option  A. 

This  package  of  program  provisions  results  in  a  greater  number 
of  loans  being  made  than  under  the  program  package  outlined  under 
Option  A  (see  table  6).  However,  the  dollar  volume  of  loans  made 
is  less  than  under  Option  A  because  loans  are  based  on  70  percent 
of  eligible  costs  instead  of  85  percent. 

4 .  Personnel  Impact 

The  number  of  man-years  required  to  service  loans  under  this 
Option  increases  from  77  in  FY-78  to  114  in  FY-82.  Although  the 
man-years  required  to  service  the  loan  volume  under  this  Option 
Increases  considerably,  it  is  felt  the  increased  volume  could  be 
handled  without  an  increase  in  manpower.  This  being  because  of 
the  dispersion  of  the  additional  loan  volume  throughout  the 
Nation. 
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ALTERNATIVE  PROGRAM  PROVISIONS  -  OPTION  C 

1.  Program  Objectives 

The  projected  increase  in  carryover  (table  5a)  may  result  in  a 
need  for  additional  on-farm  storage  and  drying  capacity  beyond 
that  which  would  be  expected  to  be  constructed  under  current 
program  provisions  as  projected  in  table  5. 

Also,  price  increases  over  the  years,  result  in  a  lesser  capacity 
being  constructed  for  a  given  level  of  expenditure.  Altering  the 
current  provisions  as  provided  below  would  accomplish  the  program 
objective  of  additional  expansion  to  the  extent  projected  in 
table  8. 

2.  Program  Administration 

The  program  would  be  administered  substantially  as  it  is  now 
except  changes  would  be  made  in  the  following  provisions: 

A  Amount  of  Loan 

Currently,  any  loan  cannot  exceed  70  percent  of  the  net 
cost  of  the  farmer's  needed  storage  or  drying  equipment. 

This  would  be  changed  to  provide  that  any  loan  could  not 
exceed  85  percent  of  the  net  cost  of  needed  storage  and 
drying  equipment, 

B  Need  Determination 

Currently,  in  determining  need  for  on-farm  storage,  only 
one  year's  production  of  crops  is  used. 

This  would  be  changed  to  provide  that  two  year's  production 
would  be  used. 

C  Loans  for  Wet  Storage 

f 

Currently,  loans  are  not  authorized  for  wet  storage;  i.e., 
oxygen-limiting  and  other  silo-type  structures. 

This  would  be  changed  to  allow  loans  for  wet  storage  facilities. 
D  Concrete  and  Wiring  Costs 

Currently,  the  costs  of  material  and  labor  cannot  be  included 
in  determining  the  amount  of  the  loan. 

This  would  be  changed  to  provide  that  the  costs  of  material 
and  labor  could  be  included  in  the  amount  of  the  loan. 
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E  Maximum  Loan  and  Aggregate  Balance 

Currently,  the  maximum  loan  and  aggregate  outstanding 
balance  is  $25,000;  this  would  be  changed  to  $50,000. 

F  Interest  Provision 

Currently,  loans  start  to  bear  interest  at  the  rate  in 
effect  on  the  date  of  disbursement  until  adjusted  by  CCC . 

CCC  has  the  right  to  adjust  or  change  the  rate  every 
six  months. 

This  would  be  changed  to  provide  that  a  loan  would  bear 
interest  at  the  rate  in  effect  on  the  date  of  disbursement 
for  the  life  of  the  loan. 

3.  Program  Results 

This  program  package  combines  the  provisions  of  Option  A  and  B. 
Option  C  would  be  the  most  attractive  from  the  farmer's  viewpoint. 
The  number  of  loans  made  under  this  option  increases  about  60 
percent  for  FY-78  and  over  2.5  times  in  FY-82  over  current  program 
projections.  The  reason  for  the  larger  increase  in  the  latter 
years  is  due  to  the  continual  offering  of  a  more  complete  loan 
package. 

Our  estimates  of  loan  activity  for  this  Option  were  based  on 
similar  program  provisions  offered  under  previous  programs. 

Previous  experience  indicates  that  farmers  are  interested  in  a 
package  that  offers  them  financing  for  a  total  turn-key  installa¬ 
tion.  If  adjustments  are  to  be  made  in  the  program  it  would  be 
suggested  that  changes  be  made  in  the  loan  amount  and  interest 
rates  rather  than  eliminating  parts  of  the  total  loan  package. 

4.  Personnel  Impact 


Man-years  required  to  service  loans  under  this  Option  increases 
from  85  in  FY-78  to  134  in  FY-82.  Although  the  man-years  required 
to  service  the  projected  loan  volume  under  this  Option  increases 
significantly,  it  is  felt  the  increased  workload  could  be  handled 
without  an  increase  in  manpower.  However,  depending  upon  the 
volume  of  loan  activity  in  some  counties,  an  increase  in  manpower 
could  be  necessary.  It  is  thought  that  the  increase  in  manpower, 
if  any,  would  be  minimal. 
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IV.  I'llTllRK  --  WITH  NKW  1, EG  I  SI  ATI  ON 

A.  'I'rniisfer  Tlie  Fnnn  Storage  and  Drying  Equipment  Loan  Program 

to  Farmers  Home  Administration. 

1.  Program  01)jective8. 

The  objective  is  to  provide  financial  assistance  through  loans 
to  producers  needing  on-farm  storage  and  drying  facilities  for 
various  agricultural  commodities.  Transfer  of  this  program  to 
FinllA  would  concentrate  the  administration  of  all  farmer  loan 
programs  in  the  Department  in  the  same  agency,  except  the 
commodity  price  support  programs  administered  by  ASCS. 

2.  FmllA  Background. 

The  Farmers  Home  Administration  (FmHA)  jjrovides  a  variety  of 
credit  services  to  farmers,  rural  residents,  and  coiranunitles . 
This  Includes  farm  loans,  individual  and  multiple  housing, 
business  and  Industry,  and  community  facility  loans.  The 
FmllA  presently  administers  all  loan  programs  in  the  Department 
to  individual  farm  operators,  wltli  the  exception  of  the  Farm 
Storage  and  Drying  Equipment  Loan  Program  and  Commodity  Price 
Support  Loan  programs.  Tliese  programs  are  administered  by  the 
Agricultural  Stal)ll  Ization  and  Conservation  Service  (ASCS). 

FmllA  loan  programs  mainly  fall  into  two  categorles--guaranteed 
loans  or  insured  loans.  Guaranteed  loans  are  made  and  serviced 
by  a  private  lender  with  the  FmllA  guaranteeing  to  limit  any 
loss  to  a  specific  percentage.  Insured  loans  are  made  and 
serviced  under  FmHA  policies  and  procedures.  Insured  notes  are 
sold  to  Investors  backed  by  the  full  faith  of  the  Federal 
Government.  Some  loan  programs  receive  direct  appropriations. 

Farm  loan  applicants  must  be  determined  eligible  for  FmHA 
assistance  by  a  local  county  or  area  committee  before  a  loan 
can  be  made.  The  committee  consists  of  three  persons  who  know 
local  farming  and  credit  conditions.  After  the  loan  is  made, 
the  applicant  must  be  the  owner  or  operator  of  not  larger  than 
a  family  farm.  A  family  farm  is  defined  as  one  for  which  the 
applicant  and  his  Immediate  family  provide  the  management  and 
a  major  portion  of  the  required  labor. .  To  qualify,  each 
applicant  must  be  unable  to  obtain  sufficient  credit  elsewhere 
at  reasonable  rates  and  terms  to  finance  his  actual  needs. 

Tlie  FmHA  is  presently  authorized  to  make  loans  for  farm  storage 
and  other  necessary  farm  facilities  under  its  farm  operating 
and  farm  ownership  loan  programs. 
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Farm  Operating  Loans:  Operating  loans  enable  family  farm 
operators  to  acquire  needed  resources,  to  improve  the  use 
of  their  land  and  labor  resources  and  make  adjustments 
necessary  for  successful  farming,  recreation,  and  noufarm 
enterprises.  Funds  may  be  advanced  to:  pay  for  equipment, 
livestock,  feed,  seed,  fertilizer,  other  farm  and  home 
operating  needs;  develop  income-producing  recreation  and 
other  nonfarm  enterprises.  These  loans  are  accompanied  by 
technical  management  assistance. 

The  interest  rate  is  established  annually  by  the  Secretary 
of  the  Treasury  using  a  treasury  cost  of  borrowing  formula 
established  by  law.  The  1976  fiscal  year  rate  is  8%  percent 
per  annum.  Operating  loans  may  be  repaid  over  periods  from 
one  to  seven  years,  with  a  five  year  renewal  provision. 

The  borrowers  total  principal  indebtedness  for  these  loans 
may  not  exceed  $50,000.  Operating  loan  borrowers  are  expected 
to  refinance  their  Operating  loans  and  return  to  conventional 
sources  of  credit  as  soon  as  they  are  able  to  do  so. 

Farm  Ownership  Loans:  Farm  Ownership  loans  are  made  to  family 
farmers  to  purchase,  develop,  or  expand  farm  units.  Technical 
management  assistance  is  provided  to  applicants  when  needed. 

Loans  are  used  to  buy  or  enlarge  farms,  construct,  improve,  or 
repair  farm  homes  or  service  buildings,  drill  wells  and  improve 
water  supply  systems  for  home  use,  livestock  and  irrigation 
and  to  refinance  debts.  Nonfarm  and  recreation  enterprises 
on  family  farms  may  also  be  financed  with  Farm  Ownership  loans 
to  supplement  the  farm  income. 

The  interest  rate  is  5  percent  per  year  on  the  unpaid  principal. 
Farm  Ownership  loans  may  be  amortized  up  to  a  maximum  of  40  years, 
maximum  amount  of  these  loans  is  limited  by  statute  to  $100,000 
or  the  market  value  of  the  farm,  whichever  is  less.  Each 
borrower  is  expected  to  refinance  the  unpaid  balance  of  the 
loan  when  it  is  possible  for  him  to  rely  on  commercial  credit 
sources . 

3.  Legislative  Authority. 

New  legislation  might  be  needed  to  transfer  program  responsibility 
to  FmHA,  with  that  agency  funding  the  program  through  CCC. 

Change  of  legislation  would  be  needed  if  FmHA  were  to  have 
responsibility  and  operate  the  program  through  other  funding 
arrangements,  such  as  appropriated  funds  or  Treasury  borrowings. 

4.  Program  Administration. 

Transfer  the  responsibility  for  administering  the  Farm  Storage 
and  Drying^Equipment  Loan  Program  to  the  FmHA.  It  is  proposed 
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that  the  Farm  Storage  and  Drying  Equipment  Loan  Program  would 
be  administered  by  the  FmHA  under  the  same  authorizations  as 
are  presently  being  used  by  ASCS,  ie  through  Commodity  Credit 
Corporation  (CCC)  financing.  The  transfer  would  have  no 
impact  on  the  program  provisions.  The  assumption  is  the 
program  would  continue  unchanged  with  the  same  provisions  as 
are  now  in  effect,  or  as  might  apply  under  ASCS  direction. 

The  FmHA  requirements  relative  to  the  family  farm  and  use  of 
credit  would  not  be  applicable  to  this  program.  It  would 
continue  to  serve  the  full  range  of  farm  operators.  An 
educational  program  would  be  necessary  to  inform  farm  people 
of  the  availability  of  the  program  through  the  FmHA  with  the 
same  provisions  as  existed  in  ASCS. 

Informal  indications  are  that  legislation  would  be  required 
to  transfer  this  function  to  the  FmHA.  The  FmHA  funds  its 
programs  through  either  direct  appropriation  or  under  insured 
or  guaranteed  loan  programs.  The  Farm  Storage  and  Drying 
Equipment  Loan  Program  receives  its  funding  through  the 
Commodity  Credit  Corporation  (CCC) .  The  authority  for  FmHA 
to  draw  upon  CCC  funds  may  require  new  legislation.  It  is 
contemplated  that  the  FmHA  would  continue  to  draw  funds  for 
the  program  from  CCC  as  is  presently  being  done. 

5.  Program  Results. 

Program  participation  and  results  would  not  be  significantly 
different  under  FmHA  responsibility  than  now.  However,  FmHA 
does  not  have  a  full-time  county  office  located  in  every  county 
or  county  combination  as  applies  to  ASCS.  There  are  approximately 
1,750  full-time  FmHA  county  offices  currently  in  operation. 
Counties  not  serviced  by  full-time  offices  are,  however,  served 
on  a  part-time  basis  by  offices  which  maintain  office  days 
usually  once  each  week.  This  situation  could  mean--although 
not  necessarily--that  participation  may  be  slightly  lower  than 
under  current  arrangements. 

6.  Personnel  Impact. 

Manpower  needs  would  be  affected  only  slightly  relative  to  either 
agency  involved--ASCS  and  FmHA.  It  is  estimated  this  program 
now  requires  about  51  man-years,  overall,  to  operate.  This 
requirement  is  not  highly  significant  in  view  of  the  normal 
workload  carried  by  both  agencies. 
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B.  Operate  Facility  Loan  Program  in  Conjunction  with  a  Grain  Reserve 

1.  Program  Objectives. 

The  objective  of  such  a  program  would  be  to  provide  financial 
assistance  through  loans  to  producers  who  desire  to  participate 
in  any  on-farm  reserve  program  as  may  be  instituted.  Additional 
storage  capacity  beyond  that  consdered  adequate  for  the  farm 
would  likely  be  needed  to  accommodate  the  on-farm  storage  needs 
of  a  producer-held  grain  reserve. 

2.  Legislative  Authority. 

No  legislative  change  would  be  required  to  implement  a  facility 
loan  program  designed  to  provide  financial  assistance  for  the 
construction  of  storage  facilities  needed  by  producers  desiring 
to  participate  in  a  grain  reserve  program.  However,  implementa¬ 
tion  of  a  grain  reserve  program  would  likely  come  about  through 
new  legislation. 

3.  Program  Administration. 

Whether  there  would  exist  a  need  for  additional  on-farm  storage 
capacity  to  accommodate  a  reserve  program  is  dependent  upon 
various  factors: 

(a)  How  much  of  the  existing  on-farm  capacity  is  in  excess  of 
a  producer's  normal  needs; 

(b)  Extent  to  which  producers  would  participate  in  a  grain 
reserve  program,  and 

(c)  Provisions  of  the  Reserve  Program  and  level  of  the  reserve. 

If  a  grain  reserve  program  were  implemented  and  it  was  determined 
the  existing  facility  loan  program  would  not  provide  sufficient 
incentive  to  producers  for  the  construction  of  needed  storage 
capacity,  several  changes  could  be  made  to  encourage  such  con¬ 
struction. 

t 

(d)  Initiate  a  program  as  outlined  in  Section  III,  Option  C 
(loan  of  85  percent  of  net  cost;  concrete  and  wiring  costs 
included  in  loan  base;  constant  interest  rate  for  loan 
period;  maximum  loan  amount  of  $50,000;  wet  storage  facilities 
eligible;  and  needs  determination  based  on  two  years' 
production).  If  it  were  determined  that  provisions  of 
Option  C  were  not  broad  enough  to  meet  the  objectives  of  a 
grain  reserve  program,  the  following  changes  could  be  made: 

(1)  Increase  amount  of  loan  to  90  percent  of  the  net  cost 
of  needed  storage. 
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(2)  Needs  determination  could  be  expanded  beyond  two 
years'  production  to  include  additional  production 
determined  necessary  to  meet  objectives  of  reserve 
program. 

(3)  The  interest  rate  on  facility  loans  for  the  storage 
of  reserve  grain  could  be  lowered  to  CCC ' s  cost  of 
borrowing  or  lower. 

(4)  The  period  of  loan  repayment  could  be  extended  to 
eight  years  instead  of  five  years. 

4.  Program  Results. 

Table  VIII  indicated  projected  activity  under  provisions  contained 
in  Option  C  Alternative.  If  additional  changes  were  made  in  the 
facility  loan  program  as  indicated  above,  activity  under  the 
program  would  likely  increase  significantly.  However,  increased 
activity  would  depend  to  a  great  extent  on  whether  producers 
were  willing  to  participate  in  a  grain  reserve  program. 

5.  Personnel  Impact. 

Depending  upon  the  volume  of  loan  activity  in  some  counties,  an 
increase  in  manpower  would  be  necessary.  However,  considering  the 
national  situation  it  is  thought  that  the  increase  in  manpower 
would  be  minimal. 

6.  Other  Comments  and  Observations. 

If  a  policy  to  create  a  reserve  or  to  purposely  withhold  loan 
grain  from  the  market  is  to  be  adopted,  the  commodity  loan  program 
could  and  should  be  used  for  such  a  purpose.  The  facility  loan 
program  can  be, tailored  in  several  ways  that  will  allow  it  to  be 
utilized  in  the  most  effective  manner  along  with  the  commodity 
loan  program  to  attain  est  blished  grain  reserve  objectives. 
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C.  Guaranteed  Loan  Program 


1.  Program  Objectives 

To  provide  or  underwrite  a  program  which  would  provide  financial 
assistance  to  fanners  needing  on-farm  storage  and  drying  facilities 
with  a  minimum  of  outlay  of  CCC  funds. 

2.  Legistative  Authority 

New  legistation  would  be  required,  otherwise  to  meet  its  legal 
obligations  as  prescribed  by  the  CCC  Charter  Act,  some  provision 
(direct  loan)  would  have  to  be  made  for  those  producers  who  could 
not  obtain  a  loan  from  a  private  lender. 

3.  Program  Administration 

a.  A  guaranteed  loan  program  would  be  administered  under  regulations 
issued  by  the  Executive,  Vice  President,  CCC,  and  carried  out 
through  the  existing  framework  of  the  National  office  and  State 
and  County  ASC  Committees. 

b.  Eligible  farmers  would  borrow  directly  from  commercial  financial 
institutions  at  locally  prevailing  interest  rates  for  a  portion 

of  the  cost  of  the  facilities.  Such  farmers  would  locate  a  private 
lender  willing  to  make  the  loan  and  apply  to  the  lender  for  the 
loan.  The  lender  would  apply  for  guaranty  to  the  ASCS  county  office 
having  jurisdiction  of  the  locality  in  which  the  facility  would  be 
located.  The  guarantee  would  cover  a  percentage  of  the  loan. 

The  ASCS  county  office  would  notify  the  lender  of  approval  or 
disapproval  of  the  loan  for  guaranty  based  on  eligibility  criteria 
established. 

c.  Eligibility  requirements  of  producers,  uses  and  use  restriction 
(i.e.,  total  storage  capacity  on  farms  as  related  to  production, 
proportion  of  total  cost  to  be  guaranteed,  type  of  structures  and 
equipment ,  etc . ) ,  and  reporting  and  record-keeping  requirements 

for  loan  holders  would  be  established  by  CCC  as  determined  necessary 
to  facilitate  efficient  and  effective  administration  of  the  program. 

d.  General  Program  Guidelines 

1.  Approved  Borrowers  -  as  specified  by  CCC- 

2.  Approved  Lenders  as  specified  by  CCC  -  Any  Federal,  or  State 
chartered  bank,  Federal  Land  Bank,  Production  Credit  Associations, 
Savings  and  Loan  Associations,  Building  and  Loan  Associations,  or 
other  lenders  approved  by  CCC. 

3.  Loan  Making  -  Responsibility  of  Lender. 

Loan  Servicing  -  Responsibility  of  Lender. 
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5 .  Interest:  Rate  -  Between  borrower  and  lender 

6.  Losses  covered  by  CCC  -  Not  to  exceed  90%  of  the  amount 
advanced  to  the  borrower. 

7 .  Program  Monitoring  by  CCC  -  As  necessary  to  insure  interest 
of  program  is  being  met. 

4 .  Program  Results 

a.  Eliminates  most  of  the  outlay  impact  of  the  program  from  budget 
consideration  (CCC  would  have  to  set-aside  an  equivalent  borrow¬ 
ing  authority  as  a  "contingent  liability" ,  but  the  guaranteed 
loans  would  not  be  reflected  as  outlays ) . 

b.  Enables  expansion  or  contraction  of  on-farm  grain  storage  con¬ 
struction  to  be  based  more  on  programmatic  objectives  and  less 
on  budgetary  considerations. 

c.  Increases  the  volume  of  commercial  transactions  in  the  private 
marketplace . 

d.  Eliminates  completely  any  interest  subsidy  to  farmers  (even  that 
subsidy  defined  as  the  differance  between  Treasury  borrowing 
costs  and  commercial  market  rates). 

e.  Replaces  a  100%  government  financed  and  operated  program  with  a 
program  financed  and  operated  primarily  by  the  private  sector. 

f .  Generally  farmers  would  liave  to  pay  higher  interest  rates  than 
under  the  current  program. 

g.  Farmers  in  some  areas  might  have  difficulty  finding  commercial 
loans ,  due  to  periods  of  tight  credit ,  their  financial  condition , 
and  availability  of  collateral  to  secure  bank  loans. 

h.  Conversely,  commercial  lending  institutions  in  some  areas  might 
not  want  to  commit  much  of  their  liquidity  for  a  multi-year 
period  (up  to  five  years) . 

i.  Sirce  banks  would  not  have  to  participate,  the  program  might  not 
be  available  in  some  areas. 

j .  Program  would  be  more  complex  to  administer. 

k.  One  could  expect  a  lesser  capacity  of  on-farm  facilities  to  be 
built  under  a  guaranteed  loan  program  tlian  under  a  direct  loan 
program  and  a  greater  amount  to  be  built  under  a  guaranteed 
program  than  with  no  program. 

5.  Personnel  Impact. 

Personnel  requirements  would  not  vary  significantly  from  those  of 

the  present  program,  approximating  50  man-years. 
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D. 


Discontinue  the  Farm  Storage  and  Drying  Equipment  Loan  Prog» 
1.  Program  Objectives. 
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1022398068 


The  objectives  of  this  program  would  be  to  encourage  private 
sector  financing  of  storage  and  drying  facilities,  and  to 
eliminate  government  outlays  for  the  farm  storage  and  drying 
equipment  loan  program. 


2.  Legislative  Authority. 

Discontinuing  the  loan  program  would  require  amending  section 
4h  of  the  CCC  Charter  Act. 


3.  Program  Administration. 


There  would  be  no  program  administration  if  the  loan  program 
was  discontinued. 


4.  Program  Results. 

Discontinuing  the  Farm  Storage  and  Drying  Equipment  Loan 
Program  would  make  farmers  turn  to  other  sources  of  credit 
for  financing  storage  and  drying  facilities.  These  other 
credit  sources  include:  (a)  Farmers  Home  Administration, 

(b)  Production  Credit  Associations,  (c)  banks,  (d)  commercial 
lending  institutions,  (e)  private  lenders,  and  (f)  manufacturers 
of  storage  and  drying  equipment. 

Some  of  the  storage  and  drying  facilities  built  with  financing 
through  this  program  would  not  be  built  if  the  program  was 
discontinued  because  alternative  sources  of  credit  would  not 
be  available  to  all  farmers.  It  is  felt  that  other  lending 
institutions  would  handle  most  of  the  increased  demand  for 
funds,  although  the  conditions  or  terms  of  the  loan  may  be 
somewhat  different  than  what  is  offered  under  the  present 
program. 

Banks  would  probably  pick  up  most  of  the  increased  demand  for 
loans.  Storage  and  drying  equipment  manufacturers  who  do  not 
now  offer  financing  programs  could  also  conceivably  develop 
their  own  financing  packages. 

If  the  loan  program  was  discontinued,  outlays  would  be  reduced 
approximately  $300  million  over  the  next  five  years. 

5.  Personnel  Impact. 

With  the  present  program  about  50  man-years  are  required  to 
service  the  storage  and  facility  loans.  Without  a  program 
this  man-year  requirement  would  be  eliminated.  However, 
because  the  loan  program  is  a  small  part  of  total  man-year 
requirements,  there  would  likely  be  no  impact  on  total 
employment  in  the  agency. 


yjftV}*--!  ♦.-; u liMOO^o  0I' D  ow  Jf'  ,^o*fq  ‘fri^  I0  0 

<»3  \i>  I e^L  Viv: 

f  .  \  i'it%  snt  I  Jijb  >0*'!  •fJvJi.*'' 

ifio? 


,t.7,fnori}uA 

:  .:jM-3nw  ^tfUp^T  b  ‘  U0«^  lOJvtp'^  <q  /^r,fl|l  9}<J  ‘tir  f 

I  liii'uj;  'X)l^  JkKj 


•  a  r '  fr**  ?  < .  n  ?n!i>A .  ^^!•  '*g07<l 


tex"tRjarj.  ivfior  tuff  •.  ’»..  :f.'i:tif,ifxf!^h  i  ’-^i  ad  bluc*^  s'ijwff,  t 

.bs».«r'h*io:»cr^  ^Ew  ^ 


*IUZ<r.  'i£,fCO^^ 

■:  ■^' 

'  ■■<';  bnu  0,:>jt.  lOJn  (iMf t  rU  isfft  fciyiffip  >>2lO-  m 
Jt  ■)•.'<?  ku  J;  ■  v:i,(.i  a-imyu'i  a  •SmI  W  t '-w  flii.’fECxB  M' 

1  »n. -  *:■  ^  ♦  L'  'i'7  i  jt f  f  f  r  J  >  gn^i  ^  H,  tKii.  -  ■ .  a j  ?  r/VJ  i'  >fifcr»  H'  ^ a', 

i  (4)  ;  ai)' i,  '  ^sonriwa 

ffO-tfririsC  *^)  ^.*  ;4  [;)  :>&4M  ft.  -3  Oi-‘ J.u»  (dji; 

f'jJ.’iftt  *  >is«  K  .  v>  fqi{a)  ,  .io^?u^^i  tanJ  fntbns.fct 


1  it' 


<11  I  n  vf'MJ  '-i  tWi  srfe  Vt- 

J^v  Ml!  U  M  .1  }on  DCjiTw  [twnoot^  rtguotrti 

J0<|  bUlO*.  Itt*?  *'  I«  Hr  :  ac  Kaaa  (  5i;a?J?!dtfei&  . 

'^fb,nt.c  ti^r  Jfirfi  .ff  >,%  •  !<  ,?•..*  *  l 'fi  $f{ib(  hjVE  vd'ifd 

*JOi  bote-  :''  baat.'  tan'  f!  *i  Yq  •.*uj!i  afjf.uifj  bfyow  ’  f 

ad  xj£  ’  no*'?  fo  imyj  *w  i-noti^bnaa  <iguoH^ 
ina^sr'iq  b-nwllo  ^i  ilidw  'laft  fn^Q^rfb  ^ 


bn'  :0j  tra:siWf!'^  gffi  to  t#.  ..u  •/ i6.dot(j  ^ 

lO  Oiiw  2’(9%>  ♦'3(i'iiMffti.  .tfi-i.T^^*  lipq  ■’.»/  '.51*,  ffi/?  .  3»TftOf'r 

naf&.ai)  x’:*'  j  '30  ofuct  Qnfr.nij'fft  laY^o 

-  tv  nwd 


ib  bin  *-  .,s'(^i<v)  ,be^./nff jnoo? rk)  ’nj^tgO' <  »i6qf  adi  >* 

..  '  „  .£1.  .^,  yvrt  v,VD  rtO.:rrT«  CoC’  ‘•»qqf. 

'  ‘  -  '  '  P 

. t  S'  .I0?^r'5  /'i  • 


r  -M'  jp  1  t  i  yc  JuD<J« 

‘OTi  i'j^*fi‘'U'  .in^df  ifiit 192  i 

.  u  't f  b'.iO'if  f urat  'titry-iiw:!  affil  t, 

Jtfnr  ««:d?  .  1160  '  .n?  s  a?  f»t,?  ?  -tu  szaiSad  \ 

or,  CKl  ^ 

-tXft  t  -  V'^JT^qtliS 


I  y  I  <V  *.  i4i; 


